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USADB 

PASS TREASURY FOR SHERK 

FOR NAC AGENCIES 

E.O. 11652: N/A 
TAGS: EAID, EFIN 

SUBJECT: RECIPROCAL PROCUREMENT ARRANGEMENT WITH INTER 
AMERICAN DEVELOPMENT BANK 

1 . THE ADB MANAGEMENT IS RECOMMENDING THAT THE BOARD ALLOW 
MANAGEMENT TO POLITELY DECLINE AN IDB PROPOSAL WHEREBY 
DEVELOPING MEMBER COUNTRIES OF THE ADB WOULD BE ELIGIBLE 
SOURCE COUNTRIES FOR THE PROCUREMENT OF GOODS AND SERVICES 
UNDER IDB LOANS, AND IN TURN DEVELOPING MEMBER COUNTRIES OF 
IDB WOULD BE ELIGIBLE SOURCE COUNTRIES FOR PROCUREMENT UNDER 
ADB LOANS. MANAGEMENT WILL ASSUME THEIR RECOMMENDATION IS 
ACCEPTABLE TO BOARD IF NO OBJECTIONS ARE REGISTERED BY MARCH 
24. 

2. ADB RECOGNIZED THEORETICAL ECONOMIC ADVANTAGES OF SUCH 
AN ARRANGEMENT BUT FEELS THAT THE AGREEMENT WOULD NOT BE OF 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 MANILA 03902 122338Z 

MUTUAL BENEFIT, I.E. THE DEVELOPING MEMBER COUNTRIESOF THE 
IDB WOULK BE THE CHIEF BENEFICIARIES. SECONDLY THE ADB FEELS 
THAT ITS ARTICLES OF AGREEMENT DO NOT ALLOW FOR THE 
ESTABLISHMENT OF THIS TYPE OF ARRANGEMENT. UNDEJSTHE 
PRESENT SYSTEM A NON-MEMBER COUNTRY IS ELIGIBLE AS A 
SOURCE OF PROCUREMENT IN ADB FINANCED PROJECTS ONLY IF 
THE COUNTRY HAS PROVIDED THE ADB WITH QUOTE A SIGNIFICANT 
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AMOUNT OF FINANCING UNQUOTE. 

3. THE DEPUTY GENERAL COUNSEL STATED THAT THE LEGAL 
DIFFICULTIES ARISING FROM THE IDB PROPOSAL ARE SUFFICIENTLY 
SERIOUS AS TO PREVENT ITS CONSIDERATION REGARDLESS OF 
ECONOMIC ASPECTS. ACCORDING TO THE DEPUTY GENERAL COUNSEL 
A CHANGE IN ADB'S ARTICLES OF AGREEMENT WOULD BE REQUIRED 
BEFORE THE IDB'S PROPOSAL, AS CURRENTLY PRESENTED, 

COULD BE CONSIDERED. 

4. GIVEN THE LEGAL DIFFICULTIES INVOLVED, USADB RECOMMENDS 
ACCEPTANCE OF ADB MANAGEMENT'S POSITION. 

5. DOCUMENT R19-78 DESCRIBING RECIPROCAL PROCUREMENT 
ARRANGEMENT WITH THE INTER AMERICAN DEVELOPMENT BANK 
POUCHED MARCH 9. 

EDMOND 

NOTE BY OCT: MESSAGE DELAYED IN TRANSMISSION. 
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